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Abstract. This paper aims at providing empirical evidence on social exclusion of
immigrants in Germany. We demonstrate that when using a conventional de¯nition
of the social inclusion index typically applied in the literature, immigrants appear
to experience a signi¯cant degree of social deprivation and exclusion, con¯rming
much of the economic literature examining the economic assimilation of immigrants
in Germany. We propose a weighting scheme that weights components of social
inclusion by their subjective contribution to an overall measure of life satisfaction.
Using this weighting scheme to calculate an index of social inclusion, we ¯nd that
immigrants are in fact as \included" as Germans. This result is driven strongly by
the disproportionately positive socio-demographic characteristics that immigrants
possess as measured by the contribution to their life satisfaction.
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As a result of the increasing relevance of international migration, the economic and
societal integration of immigrant minorities into the society of their host countries
has become a matter of intense debate among economists and policy makers. The
economic literature, which follows the seminal papers of Chiswick (1978) and Borjas
(1985), mainly concentrates on earnings assimilation patterns to draw inferences
about the economic and societal integration of immigrants. However, the extent to
which immigrants are able to participate in the economic and social life of their host
country, is a multi-dimensional phenomenon. To consider the various dimensions
that are relevant for a comprehensive investigation of the economic and societal
integration of immigrants, the economic assimilation discussion may be expanded
into the realm of social inclusion such that earnings are simply considered as one
component in a multi-dimensional index.
With the Lisbon summit, the European Commission (EC) has adopted measures
to start a new Community programme to establish comparable ways to measure
poverty, to help Member States develop coordinated policy to ¯ght poverty and to
assist networking of social partners and civil society. Further, the initiative launches
an extensive EU economic and social strategy that aims at modernizing the Euro-
pean social model and promoting social inclusion. The EC focusses, as stated policy,
on a preventative approach to poverty and social exclusion. Based on Article 137 of
the Amsterdam Treaty, the EC intends to promote social inclusion with three main
objectives: (a) improve the understanding of social exclusion, (b) organize policy
co-operation and (c) support and develop the capacity of NGOs and other relevant
organizations to address social exclusion e®ectively.
Germany, a major immigration country in the European Union, represents an
excellent example for the analysis of deprivation and social exclusion of immigrants.
During the 1960s, \guest workers" from Turkey, Italy, Spain, Greece and Yugoslavia
were recruited by the German government to ¯ll an acute low-skilled labor shortage
in Germany during the years of the Wirtschaftswunder (DeNew and Zimmermann,
1994; Schmidt and Zimmermann, 1992). The guest workers (by their very name were
1considered to be short-term in nature and thus unlikely to be making longer-term in-
vestments in their host country) arriving in Germany in the 1960s were typically very
di®erent in education, cultural and educational background and motivation to their
higher-skilled European counterparts that migrated to the United States after the
Second World War. One obvious challenge for the overwhelmingly Muslim Turkish
immigrants was to adapt to a decidedly Christian nation such as Germany. Rela-
tively restrictive German citizenship laws set the hurdle reasonably high for guest
workers to be naturalized (Joppke, 1999). Even second generation immigrants were
not immediately given citizenship, when born of parents living legally in Germany.
Further restrictions limiting dual-nationality and essentially forcing an immigrant
to become legally stateless as a matter of course before applying for German citi-
zenship, restricted potential assimilation, in contrast to the integrative policies of
typically immigration countries such as Australia, Canada and the United States
(Antecol et al., 2003).
Recently in order to deal with issues of assimilation in Germany, the SÄ ussmuth
Commission made recommendations regarding the entrance criteria of new immi-
grants in an attempt to alleviate some of the economic and social mismatches be-
tween Germans and immigrants. Indeed they focus on a point system similar to that
of Canada, stressed the importance of \ability to integrate", awarding two-third of
the points to this domain (SÄ ussmuth, 2001).
This paper aims at examining empirical evidence on the extent to which immi-
grants in Germany are socially deprived and/or excluded. The components used in
our analysis of social inclusion are those from the generally accepted Sen (2000) or
similarly the European Union de¯nition to identify this phenomenon.1 Although
the existing literature has focussed typically on economically disadvantaged groups
such as the poor or the old, the literature is very sparse with respect to the social
inclusion of immigrants in Germany. Using data from the German Socio-Economic
Panel (SOEP) 1984{2005, we contribute to this literature, in that we outline the
1Often the terms \deprivation" and \exclusion" are used di®erentially in the literature, with \de-
privation" referring to a temporary negative state, and in contrast \exclusion" to a prolonged neg-
ative state. In this paper, the term \inclusion" is used interchangeably for both \non-deprivation"
and \non-exclusion". In the empirical analysis, we shall focus on short-term deprivation and then
on long-term social exclusion.
2current status of integration of immigrants and further propose a more appropri-
ate weighting scheme of the components compared to Tsakloglu and Papadopoulos
(2001). Standard de¯nitions of social inclusion essentially weight all component
parts equally. Our method, in contrast, weights components by their subjective
contribution to an overall measure of life satisfaction, i.e. those components in a
multivariate context that contribute most to life satisfaction are weighted higher in
the calculation of an overall social inclusion measure.
The life satisfaction literature has matured considerably in recent years, deal-
ing with issues such as the impact of income on utility as known as the Easterlin
Paradox (Easterlin, 1995, 2001; Diener and Oishi, 2000; Frijters et al., 2004a,b), the
psychological e®ects of unemployment (Winkelmann and Winkelmann, 1998), aver-
sion to monetary in°ation (Di Tella et al., 2001) to name a few areas. Clearly the
informational content of admittedly subjective information is high, notwithstanding
the critique from Bertrand and Mullainthan (2001). In this paper, we exploit addi-
tional subjective valuations of the various components of social inclusion and weight
these components in calculating an overall measure of social inclusion with these
valuations. We allow for di®erent valuations between Germans and immigrants of
the importance (or contribution to overall life satisfaction) of these component parts.
We demonstrate that when using the conventional de¯nition of the social inclu-
sion index, immigrants in Germany appear to experience a signi¯cant degree of social
deprivation, con¯rming much of the economic literature examining the economic as-
similation of immigrants. However, augmenting the social inclusion model for what
we consider to be more appropriate weights of the component parts (as the persons
themselves valuate the components), it is clearly the case that we ¯nd compelling
evidence to support the hypothesis that immigrants are as included as Germans.
This result is driven strongly by the disproportionately positive socio-demographic
characteristics that immigrants possess { such as an advantageous age and family
structure { and the extent to which these contribute to their life satisfaction.
The paper proceeds as follows: Section 2 provides a brief overview of the concept
of social exclusion and explains how this concept can be linked to the life satisfaction
literature. In Section 3, the data used for the empirical analysis and the estimation
3strategy are described. The estimation results for short-term deprivation and long-
term exclusion are presented in Section 4. Section 5 concludes.
2 Joining Social Exclusion and Life Satisfaction
The potentially nebulous term \social exclusion" is used often in a blanket manner
and can mean many things to researchers from various disciplines. As D'Ambrosio
et al. (2002) write, most importantly the concept of social exclusion deals with the
\inability of an individual to participate in the basic political, economic and so-
cial functionings of the society in which he/she lives". Of interest here is exactly
how this concept can be operationalized into observable indicators available to re-
searchers. An individual is considered to be \excluded" if based on many indicators,
he/she cannot participate fully in society. Thus simply to be lacking in one par-
ticular area does not constitute \exclusion" and therefore we are interested in a
multi-dimensional index which summarizes information from many domains. In the
strictest sense of the term, exclusion deals with not having access to something not
because one chose not to have it but rather because it was simply beyond the reach
of a person, whether due to budget restrictions or institutional restrictions etc.
Mickelwright (2002) provides an overview of the European Union's de¯nition of
social exclusion. Eurostat (1998) states, \Social exclusion is considered a dynamic
process, best described as descending levels: some disadvantages lead to some exclu-
sion, which in turn leads to more disadvantages and more social exclusion and ends
up with persistent multiple (deprivation) disadvantages. Individuals, households
and spatial units can be excluded from access to resources like employment, health,
education, social or political life". Clearly this de¯nition is open to interpretation.
Correspondingly, the same report a paragraph later states, \At the moment,
generally accepted de¯nitions of social exclusion for policy purposes are not available.
The Task Force decided not to de¯ne social exclusion. However, in the long run a
statistical de¯nition has to be de¯ned. In the process to this statistical de¯nition the
Task Force chose a pragmatic approach in using the following policy description of
social exclusion as a hypothesis for the further work". This is not the only de¯nition
4found in the literature. Dekkers (2002) cites many competing de¯nitions, such as
those found in Townsend (1979, 1993), Whelan and Whelan (1995), Zajczyk (1995),
Percy-Smith (2000), etc. For more information, the reader is directed to D'Ambrosio
et al. (2002) and Dekkers (2002), who provide a thorough overview of the existing
literature on social exclusion.
Nevertheless, Eurostat (2000) pragmatically outlines various indicators as main
components of a multi-dimensional social inclusion index: (a) ¯nancial di±culties,
(b) basic necessities, (c) housing conditions, (d) consumer durables, (e) health,
(f) social contact, (g) dissatisfaction. Tsakloglu and Papadopoulos (2001) and Pa-
padopoulos and Tsakloglu (2002) suggest a method of combining these indicators
into a single index. Tsakloglu and Papadopoulos (2001) analyze social exclusion
using the European Community Household Panel (ECHP) for 14 countries. They
calculate and report head-count ratios (with a threshold of 60% of national median)
for four domains of social inclusion: income, living conditions, necessities of life and
social relations and ¯nd that Germany is towards the mid to lower end of the social
exclusion distribution compared to other European countries, i.e. that residents of
Germany are indeed better integrated than many of their European neighbors.
Because the social inclusion index is multi-dimensional, one is obviously con-
fronted with con°icting conclusions from the individual component parts creating
a particular drawback of the methodology of Tsakloglu and Papadopoulos (2001),
worthy of noting. In an attempt to address this problem, Tsakloglu and Papadopou-
los (2001) examine also number and types of domains in which a country is below
a certain threshold in the distribution, and whether this is persistent over time (see
Tsakloglu and Papadopoulos (2001), Tables 1{4). This has the disadvantage, that
one is drawn away from a single index to examine now a vector of indices.
To address this issue, we make a straightforward and intuitive contribution to
the literature. Using standard procedures, one may have many indicators from var-
ious domains and one explicitly weights the importance of each particular indicator
by de¯nition equally. Perhaps in reality, not having a dishwasher is objectively not
all that important, whereas having inadequate access to health care is much more
important. One cannot account for this heterogeneity with this simple measure
5and augmenting the simple model with a weighting scheme to re°ect better the
\true" importance of each component part would shed light on this. The question
then remains, which weights to use? This paper uses individual valuations of life
satisfaction to evaluate the empirical importance of all component parts of the so-
cial inclusion index. Using estimated coe±cients from a ¯rst stage life satisfaction
regression, one weights the various components of social inclusion accordingly in
calculating the index.
The empirical literature on life satisfaction has developed rapidly in the last sev-
eral years. Frey and Stutzer (2000, 2002) provide an overview of the informational
value embedded in life satisfaction indicators and demonstrate the robust results that
life satisfaction analysis deliver. Speci¯cally for the social inclusion domains iden-
ti¯ed by Eurostat (2000) we provide an overview of the empirical ¯ndings. Frijters
et al. (2004a,b) identify a positive income gradient with respect to life satisfaction,
albeit small for Germany in contrast to Easterlin (2001, 1995) and Frijters et al.
(2006) who ¯nd that even in the face of a large macro-economic shock such as Ger-
man reuni¯cation, that dynamic valuation of the future expected life satisfaction is
accurately predicted after a very short adjustment and learning period. Winkelmann
and Winkelmann (1998), Clark et al. (2001) and Clark (2003) ¯nd evidence for the
negative impact of unemployment on life satisfaction. Clark et al. (2001) and Clark
(2003) ¯nd that these e®ects are mitigated by reference group unemployment, i.e.
high local unemployment rates.
As residents of Germany should certainly not be considered homogeneous, we
examine two groups who are typically thought of as being very di®erent in many
respects, namely Germans and immigrants living in Germany.
3 Empirical Strategy and Data
In the following, we calculate a multi-dimensional index of social inclusion for Ger-
man natives and immigrants that consists of various components measured by dif-
ferent indicators. In particular, we de¯ne a dichotomous variable Xik, indicating
whether an individual i has a particular characteristic k and if he/she does, then Xik
6is equal to one (1) and zero (0) if not. Since some components of our index do a
better job in explaining social inclusion than others, we have to assign a certain
weight !k to each item k, re°ecting the relative importance of item k for the overall
index of social inclusion. Assuming there were K items, the general form of an index
measure for individual i can be calculated as follows:
Ii(!) = ([Xi1!1] + [Xi2!2] + ::: + [XiK!K])=K; (1)
where Xi1,Xi2,XiK are either zero or one and each component of the vector of weights
! = (!1;!2;:::;!K) ranges between zero and one. Clearly, the index is bounded by
zero and one, with zero being complete exclusion, and one being complete inclusion.
Typically though, the empirical distribution will lie between some number larger
than zero and some other number smaller than one.
A particular challenge when calculating the index of social inclusion is the choice
of weights. Following Tsakloglu and Papadopoulos (2001) and Papadopoulos and
Tsakloglu (2002), we derive our ¯rst weight from an overall average of individuals
having a particular item, good or characteristic: !1
k = (1=N)
PN
i=1 Xik = Xk. Mul-
tiplying Xik by the average is an attempt to weight the particular importance of
a particular item k. If all others have an item and a small number do not, then
this small number is considered to be relatively not as included. If however, in gen-
eral very few people do not have a particular item, say an expensive car, then even
though many would not have such an item, they would still be considered relatively
included. Thus each person either has zero when he/she does not have a particular
item, or he/she has Xik. The list of items is averaged for every individual and then
an overall index of inclusion based on all items is available for each individual.
In addition to the weighting scheme of Tsakloglu and Papadopoulos (2001) and
Papadopoulos and Tsakloglu (2002), we propose a set of alternative weights that ap-
pear more appropriate in re°ecting the relative importance of di®erent components
of the social inclusion index. To derive these weights, we investigate the extent to
which each of the characteristics of the social inclusion index contributes to the in-
dividual general life satisfaction. In particular, we apply a linear ¯xed e®ects model
to estimate the e®ects of the di®erent components of the social inclusion index on
7the general life satisfaction:
LSit = ¹i + Xit¯ + "it; i = 1;:::;N; t = 1;:::;T; (2)
where LSit denotes the general life satisfaction of individual i at time t, Xit is a vector
of regressors, ¯ is a vector of coe±cients, ¹i is the individual-speci¯c e®ect and "it
is the error term. Although LSit is measured on an ordinal scale from zero to ten
(where zero means \completely dissatis¯ed" and ten means \completely satis¯ed"),
we apply a linear ¯xed e®ects model instead of a non-linear model for two reasons.
Firstly, using information about the general life satisfaction drawn from the SOEP,
Frijters and Ferrer-i-Carbonell (2004) demonstrate that the issues of ordinality as
opposed to cardinality are not as great as one might think, allowing us to avoid the
use of non-linear models such as ordered Probit in favor of straightforward models
such as ¯xed e®ects OLS. Secondly, since the interpretation of the coe±cients derived
from a linear model with ¯xed e®ects is immediately intuitive as the coe±cients are
identical to the marginal e®ects, we are able to use the OLS estimates to generate
weights for the calculation of the social inclusion index.
Given the ¯xed e®ects estimates, we can derive two alternative social inclusion
indices using the following weighting schemes:
!
2
k = b ¯k; (3a)
!
3
k = b ¯k(1 ¡ pk); (3b)
where b ¯k is an estimate of the k-th component of the parameter vector ¯ of equa-
tion (2) and pk is the corresponding p-value (k = 1;:::;K).
While the conventional weights previously used in the literature only re°ect the
share of the population having a particular characteristic, the weights given by
equation (3a) use the contributions of the particular characteristics to overall life
satisfaction, i.e. how people themselves value a particular aspect as indicated by the
coe±cients from the ¯rst stage life satisfaction multivariate regression. However,
the coe±cients from the ¯rst stage life satisfaction regression are estimated and
hence have standard errors. We augment equation (3a) with equation (3b), such
that we calculate \1 minus the p-value" to increase the weight when a particular
component's contribution is signi¯cant and conversely reduces the weight when a
8component is less signi¯cant. Since nearly all coe±cients of the following analysis
are highly signi¯cant, di®erences between !2
k and !3
k will be neglected. As such,
we will concentrate our analysis on Index 1 and 2. However, in general, should the
estimation error in the ¯rst step regression play a substantial role, the role of Index 3
becomes relevant.
Finally, after having calculated an individual-speci¯c index of social inclusion, we
would like to investigate the degree to which social deprivation is prevalent within









which depends on the parameter ®. FGT(0) corresponds to the \head-count ra-
tio", i.e. the share below a certain threshold z. FGT(1) refers to the intensity below
a threshold, i.e. not whether one is below a threshold, but rather the average dis-
tance below. FGT(2) squares the distance and punishes large distances more than
shorter distances. The choice of the threshold is arbitrary. In the following, di®erent
threshold values and inequality measures will be compared.2
In the following empirical analysis, data from the German Socio-Economic Panel
(SOEP) is utilized.3 The SOEP is a representative longitudinal study including Ger-
man and immigrant households residing in the old and new German states which
started in 1984. In 2005, about 22,000 persons in nearly 12,000 households were
sampled. The panel contains information on socioeconomic and demographic char-
acteristics, household composition, occupational biographies, etc. Immigrants are
de¯ned as foreign-born persons who immigrated to Germany since 1948 (including
foreign-born individuals who received German citizenship after immigration). This
de¯nition does not comprise ethnic migrants (e.g. persons who possess German
nationality since birth and immigrated to Germany) or the second generation of im-
2Thanks to Stephen Jenkins, University of Essex, for the use of his \povdeco" add-on for Stata
to calculate the FGT measure.
3The data used in this paper was extracted from the SOEP Database provided by the DIW
Berlin (http://www.diw.de/soep) using the Add-On package PanelWhiz v1.0 (Oct 2006) for
Stata(R). PanelWhiz was written by Dr. John P. Haisken-DeNew (john@panelwhiz.eu). The
PanelWhiz generated DO ¯le to retrieve the SOEP data used here and any Panelwhiz Plugins are
available upon request. Haisken-DeNew and Hahn (2006) describe PanelWhiz in detail.
9migrants (persons with foreign nationality who were born in Germany). Since less
than two percent of the migrant population in the sample lives in East Germany,
the analysis concentrates on immigrants residing in West Germany.
Using the SOEP data set we will be able to describe the dimensions outlined by
Eurostat (2000) using the following set of indicator variables Xit of equation (2):
(a) ¯nancial di±culties: income, employment status, education, (b) basic neces-
sities: car, telephone, color TV, (c) housing conditions: subjective opinion as to
domicile size, balcony/terrace, garden/yard, (d) consumer durables: PC (without
modem/ISDN), stereo, dishwasher, (e) health: age, hospital stays, doctor visits,
work disability, physically challenged, (f) social contact: children below 16 in house-
hold, marital status, attending cultural, sporting or religious events, active partici-
pation in sports. The category (g) dissatisfaction is captured by the use of general
life satisfaction as dependent variable of equation (2). A description of all variables
used in the empirical analysis is given in Appendix-Table A1.
Table 1 describes the relevant socioeconomic and demographic characteristics of
natives and immigrants. The descriptive statistics reveal that the ¯nancial situa-
tion of average natives is substantially better than that of immigrants. In particular,
while average immigrants are less likely to have an income above the median, they
face a higher risk of being unemployed. Moreover, immigrants are on average less
educated than average natives. Due to these di®erences, we observe that immigrants
are less likely to own basic necessities (such as a car or a telephone) than natives.
Immigrants also report poorer housing conditions and lower ownership rates of con-
sumer durables than natives. However, immigrants are on average younger and
appear to be healthier than natives. Immigrants are also more likely to be married
and have more children than natives. Finally, natives are on average more likely to
attend cultural and sporting events and less likely to attend religious events than
immigrants.
Overall, the descriptive statistics indicate substantial di®erences in socioeco-
nomic and demographic characteristics between natives and immigrants. While the
overall economic situation of average immigrants appears to be noticeably worse
than that of average natives, immigrants have other positive compensating charac-
10teristics valuable to them. As described above, an appropriate weighting scheme has
to be applied that accounts for the relative importance of these factors to investigate
the extent to which immigrants are socially deprived.
4 Empirical Analysis
4.1 Weights: First-Stage Life Satisfaction
Using panel data for the period 1984{2005, we adopt a parsimonious linear ¯xed
e®ects model to estimate the determinants of life satisfaction for Germans and for-
eigners separately as displayed as Model A in the top half of Table 2 using 187,936
and 49,397 person-year observations for Germans and foreigners respectively. When
comparing Germans and foreigners, many coe±cients appear to be very similar,
however the Â2 Chow test reveals signi¯cant statistical di®erence at the 5%-level.
In order to test whether the parameter estimates derived for natives (b ¯N) are sig-
ni¯cantly di®erent from the respective results for immigrants (b ¯I), we carried out
a t-test, where t-values are approximated by j[b ¯N ¡ b ¯I]=
q
V ar(b ¯N) + V ar(b ¯I)j. In
many cases, the test results reveal that di®erences in the coe±cients between the
two groups are not signi¯cant. In particular, the ¯ndings suggest that both Ger-
mans and foreigners value employment, income, education and domicile size about
equally. However, immigrants value having children and being younger signi¯cantly
higher than their German counterparts, while the e®ect of being married is stronger
for German natives than for immigrants.
We expand the spartan Model A to incorporate many other possible components
of social exclusion, but which are only available in the data for a limited time
period, namely for the years 2000, 2002 and 2004. We de¯ne this to be Model B.
Correspondingly this reduces the sample size greatly to 30,939 and 6,345 person-year
observations for Germans and foreigners respectively. Although the Â2 Chow test
indicates again signi¯cant di®erences in the parameter estimates between natives and
immigrants at a 5%-level, most coe±cients appear to be very similar. The results
of t-tests for a comparison of single coe±cients indicate that only the coe±cients of
\having a car" and \not having a work disability" di®er signi¯cantly between the
11two groups.
Since the overall test results of the Chow tests reveal signi¯cant di®erences in
the parameter estimates between natives and immigrants for both Models A and B,
we use the di®erent coe±cients to calculate our index of social inclusion for natives
and immigrants separately. By taking these di®erences into account, we violate an
original property of the social inclusion index, namely that each component of the
vector of weights ranges between zero and one. The reason for the violation of this
property is that the coe±cients of the two groups are no longer comparable after
re-scaling them separately. However, since all parameter estimates in our analysis
range between zero and one, this violation does not a®ect our results. In particular,
our index of social inclusion still ranges between zero and one.
4.2 Social Inclusion Indices: Natives vs. Foreigners
In Figure 1, the life satisfaction gap (with con¯dence interval) between Germans
and foreigners is reported. This is derived from an ordered Probit model, with no
explanatory regressors, other than a foreigner indicator. It is clear that on average
for the years 1984{1991, Germans and foreigners were equally satis¯ed. Starting
with 1992, Germans are either more satis¯ed than foreigners or at least equally
satis¯ed.
In Figure 2, we examine the social inclusion index using the weights from !1
k
for both the parsimonious Model A and the extended Model B. It is clear that the
average values for the index are higher for Germans (i.e. they are more included)
than for foreigners at all time periods and for both Model A and Model B.
Using the weights gained from the coe±cients of the life satisfaction analysis (!2
k),
we can examine the average values of the social inclusion index again for Germans
and foreigners and ¯nd that the two lines (Figure 3) are much closer together for
both Model A and Model B, indicating an almost identical dynamic development
for Germans and foreigners alike.
As there appear to be negligible gross di®erences in social inclusion between
German natives and foreigners, the two groups will be viewed as a whole and we
shall concentrate on the speci¯c characteristics that persons have or not, and identify
12their contribution to social deprivation.
For the parsimonious Model A, we plot the distribution of the social inclusion
index separately for Germans and immigrants in Figure 4. The solid bold curve
represents the social inclusion index for Germans, which is shifted to the right of
the immigrants' distribution (dotted line). For clarity, two vertical lines are also
drawn for the overall median and the deprivation \threshold" of 0.5 £ median,
corresponding to the that used to calculate the FGT measures. Those persons having
a social inclusion index score less than this threshold are considered to be \socially
deprived". This is analogous to the poverty literature in calculating poverty head
count ratios for instance. In this graphic, we see that the mass of persons (area
under the curve) to the left of the thresholds is greater for immigrants than for
Germans, indicating that immigrants are more socially deprived than their German
counterparts. In contrast, using the expanded Model B (Figure 5) weighting the
components of social inclusion by their contributions to life satisfaction, we ¯nd a
very di®erent picture. Indeed the distributions of Germans and immigrants look
very similar. Both distributions have almost identical medians, with immigrants
having somewhat less mass in the middle of the distribution, indicating a strong
similarity in the extent of social inclusion between Germans and immigrants.
4.3 Decomposition: Identifying the Driving Factors
In Tables 3 and 4 we illustrate the e®ects that di®erential weighting of the social
inclusion components can have, corresponding to the results for Index 1 and Index 2
respectively. We compare the two indices of social inclusion, by decomposing the
indices by population subgroup. We create four broad (positive) characteristics
categories: (I) those having at least median equivalent income (E) those employed,
(C) those with children in the household and (A) those under 30 years of age. The
four groups provide up to 16 (4 £ 4) combinations of these characteristics.
For each and every combination, we calculate each group's contribution (%-
share) to the overall measure of inequality as de¯ned by the Foster et al. (1984)
class of measures FGT(0), FGT(1) and FGT(2). We use these measures as they are
standard indicators in the poverty literature and allow analytical decompositions.
13Furthermore, these measures rely on an arbitrary \poverty" threshold (social inclu-
sion is implemented as a relative and not absolute concept). We have chosen the
thresholds to be 0.5 £ median of the social inclusion index.
One can think of FGT(0) as the bluntest measure of inequality, simply indicating
a \head-count ratio", i.e. share of persons with an index value under an arbitrary
threshold. FGT(1) takes into consideration the simple distance below the thresh-
old and FGT(2) squares the distance below the threshold. As the FGT argument
increases in size, the more inequality is \punished" in the outcome measure.
In Table 3 for FGT(0), we examine Group 1, those having lower than median
equivalent income, not in employment, having no children and being older than 30
years. Using the conventional Index 1, we ¯nd that 26% of the inequality (¯rst
column) found in the population results from Group 1, although its population
share is only 2.6% (last column). Using the index with weights !2
k derived from
the \¯rst-step" life satisfaction regression, we ¯nd that this group's contribution
increases signi¯cantly to 37% (See Table 4, ¯rst column, ¯rst row). Furthermore,
Group 3, like Group 1, except having indeed children in the household indicates a
share of the inequality of 9% using the conventional Index 1. Using Index 2, the
contribution of this group increases signi¯cantly to 24%, even though its share in the
population is only 9%. Group 1 and 3 together comprise 12% of the population but
contribute 35% of the inequality using Index 1 and 61% using Index 2 (See Table 4,
¯rst column).
As the sensitivity to inequality increases, i.e. FGT(0) is increased to FGT(1) and
FGT(2), respectively. With FGT(2), Group 1 and 3 contribute half of all inequality
using Index 1 and 86% using Index 2. Thus one can conclude that Index 2 identi¯es
much larger (at times, almost twice the size) contributions to inequality for these
two problem groups.
Conversely, when one examines those persons in Group 4, having below median
income, not employed, with children in the household and 30 years or younger,
one ¯nds the opposite result. Although the group size is 28% of the sample, they
contribute only 7% (Index 1) and 5% (Index 2) respectively. With FGT(2), this
e®ect is strengthened, such that Index 1 suggests a contribution of 8% and Index 2
14a mere 1%.
Examining Groups 5{8, for those lower income persons in employment, one
notices immediately the profound e®ect of employment on social inclusion. For
FGT(0), these groups sum to around 38% using Index 1, whereas using Index 2,
these are all very close to zero. As the contribution of employment to life satisfaction
is so large, the weight on employment in the social inclusion Index 2 is accordingly
large, and thus these groups using Index 2 are considered to be more included than
otherwise thought. For FGT(2), Index 1 suggests still a 15% contribution, whereas
Index 2 is close to zero.
Similarly for Groups 13{16, those persons in employment, but in the higher
income range, we see a familiar pattern. With FGT(0), the combined contribution
is about 5% using Index 1. Using Index 2, this is close to zero. Only with FGT(2)
is the sum for Index 1 similar to Index 2, being close to zero.
4.4 Persistence of Deprivation
To examine the time dimension of social deprivation, we extend the analysis to
include potential persistence of deprivation (de¯ned to be \social exclusion") and
compare the two measures of social inclusion, Index 1 and Index 2.
The starting population in 2001 is examined in the following ¯ve years. A dummy
dependent variable is created, such that each person has a one if he is in 2001 and
2002 \socially deprived" and zero otherwise. We regress this dependent variable on
explanatory variables from 2001. This is extended all the way to a 5 year forward
looking model, such that the last dependent variable takes on the value one if a
person has been \socially deprived" in each and every year 2001{2005 and zero
otherwise. Thus in all cases, we use the same explanatory variables from 2001 but
vary the dependent variable, depending on the time horizon. This will allow us to
answer the question how current status variables will a®ect each individuals risk of
\persistent social deprivation" or in other words, \social exclusion".
We originally have de¯ned social deprivation in the previous discussion as being
below the threshold of 50% of the median social inclusion index. However, seen
over a longer time period of say ¯ve years, the number of persistent cases dwindles
15rapidly. Thus for the dynamic analysis, we allow a slightly looser de¯nition of social
deprivation by de¯ning the threshold to be 75% of the median index value. We
compare Index 1 to Index 2.
In Table 5 for Index 1, the second column displays the percentage of persons
being socially deprived in 2001 and remaining socially deprived until that year.
Thus some 12% were socially deprived in 2001 and 2002. By 2003, those that had
remained socially deprived that had started in 2001, had dropped to 10% followed
by 8% up to 2004. By 2005, only 6.5% remained socially deprived over this entire
time period. Thus if we de¯ne social exclusion as those having remained socially
deprived over 5 years, then roughly half of those originally socially deprived in 2001
and 2002 became longer term socially excluded by 2005.
In Table 5 for Index 2, the last column displays the percentage of persons being
socially deprived in 2001 and remaining socially until that year. Thus in 2001 and
2002, only 6% (about half of Index 1) were socially deprived. By 2004, those that
had remained socially deprived since 2001, had dropped to 3%. By 2005, around 2.6
percentage points of the original 5% remained socially deprived. Thus if we de¯ne
social exclusion as those having remained socially deprived over 5 years, then half
of those originally socially deprived in 2001 and 2002 became socially excluded. In
general, Index 2 indicates a much lower level of social deprivation in all years, leading
to half as much social exclusion over time, compared to Index 1.
Examining the year-to-year transitions in and out of deprivation, Index 1 displays
around 5{6% yearly of transitions into deprivation. This remains fairly constant over
all years of the analysis. Around one-fourth to one-third of those already deprived
experience transitions out of deprivation year-to-year. Index 2 looks similar, however
with lower levels of initial deprivation (8.37% as opposed to 16.04%). Also the year-
to-year transitions into deprivation are typically 1{2 percentage points lower than
that of Index 1, whilst the transitions out of deprivation are shown to be around 5
percentage points higher per year on average.
In Table 6 for Index 1, using Probit analysis, the marginal e®ect of being a for-
eigner increases the prevalence of social deprivation in the ¯rst year by 0.5 percentage
points. The e®ect of being a foreigner in 2001 on having been socially deprived for
16each and every year until 2005 reduces to 0.2%. By far the largest negative factor
reducing social deprivation and social exclusion is employment. Not being unem-
ployed in 2001 reduces the probability by 26 percentage points that a person will
be socially deprived in 2001 and 2002. The probability of being socially deprived in
all 5 years (2001{2005) due to not being unemployed in 2001 is near zero. The same
is true about subjective domicile size. Those who feel they have adequate apart-
ment sizes have strongly reduced social deprivation levels. For 2001{2002, adequate
apartment size reduces deprivation by 18 percentage points. The 2001 e®ect felt on
2005 status is reduced to near zero. Having lower amounts of education in the same
time period reduces social exclusion in the current and also strongly in following
years. The 2001 e®ect of having lower education levels is still strong at ¡11% in
2005.
In Table 6 for Index 2, the e®ect of being a foreigner (reducing social deprivation)
in 2001{2002 is given at ¡0.2 percentage points reducing to about zero for having
remained constantly deprived until 2005. The initial e®ect of employment in 2001{
2002 is much higher at ¡0.443 percentage points but this e®ects also tapers o®, such
that the e®ect of having employment in 2001 on permanent deprived status since
2001 until 2005 is around ¡1 percentage point. Education does not play nearly as
an important role as in Index 1. The dominating e®ect for Index 2 clearly comes
from employment status, which not only has a very large impact in the current year,
but in many years to come.
5 Conclusions
This paper contributes to the existing literature on social deprivation and exclusion
of immigrants in Germany. An innovative weighting scheme was implemented that
weights components of social inclusion by their subjective contribution to an overall
measure of life satisfaction. Our ¯ndings suggest that when using a conventional
de¯nition of the social inclusion index typically used in the literature, immigrants ap-
pear to experience a signi¯cant degree of social deprivation, con¯rming much of the
economic literature examining the economic assimilation of immigrants. However,
17augmenting the social inclusion model with more intuitive weights for their respec-
tive component parts as de¯ned by their subjective valuation in a life satisfaction
regression, we ¯nd that immigrants are on the whole as equally as \deprived" (or
not) as Germans. This result is driven strongly by the disproportionately positive
socio-demographic characteristics that immigrants possess and the extent to which
these contribute to their life satisfaction: advantageous age and family structure
and how immigrants value these characteristics.
Using the life satisfaction based weights, we ¯nd that the highest contributions
to social inclusion are found in the following groups: (a) low income, not employed,
having no children, and being older than 30, (b) the same as the previous, those
having children in the household. Speci¯cally, because of the very large impact on
life satisfaction that lack of unemployment has, social inclusion and employment are
highly correlated.
For policy makers, these are the groups (Groups 1 and 3) of the population
that need to be targeted for potential interventions, amounting to approximately
only 11% of the population, however contributing 61% to 87% of the inequality,
depending on the FGT inequality measure used. Had one used the conventional
index, one might have concluded that the contribution of these groups to inequality
were only 35% to 50%.
In contrast, those low-income, not employed persons 30 and under with children
in the household (Group 4) under the conventional index are thought to contribute
up to 9% using the conventional index, whereas using the life satisfaction weights,
this contribution is substantially lower. As this group comprises a substantial 28%
of the population, this is an important ¯nding, allowing a better targeting of the
groups \in need".
Having employment (and all the positive associated characteristics) is associated
with a dramatically reduced extent of social deprivation as the weight of being
employed in the life satisfaction regression is so large. This corroborates several
studies' empirical and theoretical ¯ndings on social exclusion such as Atkinson and
Hills (1998). The existing life satisfaction literature has clearly demonstrated the
high informational content found in subjective life satisfaction indicators. This paper
18builds on the existing social deprivation literature and combines this subjective
information to arrive at substantially di®erent policy conclusions. As such, we ¯nd
compelling evidence for the hypothesis that immigrants in Germany, when allowed
to valuate their own situations, ¯nd themselves just as deprived (or not) as native
Germans.
Examining the dynamics of social deprivation on a year-to-year basis, we ¯nd
di®ering policy implications comparing Index 1 and Index 2. In general, we ¯nd
that de¯ning the threshold to be 50% of the median of the distribution of social
inclusion, there is very little persistent deprivation (exclusion) to speak of. Only
when this de¯nition is widened to 75% of the median of the social inclusion index,
can we interpret the results meaningfully. Index 1 would suggest that there is a pure
foreigner e®ect exacerbating longer term social exclusion, whereas Index 2 would
suggest that if anything, the e®ect of being an immigrant in at least zero, if not
positive, in reducing social exclusion. The role of employment is dramatic. Being
employed in year t drastically reduces the probability of social exclusion, even in




Means of all variables in 2004
Germans Immigrants
Variable Mean S.D. Mean S.D.
General satisfaction with life 6.800 1.851 6.650 1.855
(a) Financial situation
Income equivalent larger than median 0.619 0.485 0.354 0.478
Currently registered unemployed 0.065 0.246 0.118 0.323
Years of education >10 0.834 0.371 0.622 0.485
(b) Basic necessities
Car in household 0.848 0.358 0.773 0.418
Telephone 0.944 0.228 0.918 0.273
Color TV in household 0.970 0.169 0.964 0.185
(c) Housing conditions
Subjective opinion as to domicile size 0.849 0.357 0.777 0.416
Balcony/terrace 0.826 0.378 0.747 0.434
Garden/yard 0.664 0.472 0.421 0.493
(d) Consumer durables
PC without modem/ISDN 0.647 0.477 0.569 0.495
Stereo in household 0.834 0.371 0.731 0.443
Dishwasher in household 0.693 0.461 0.616 0.486
(e) Health
Age 48.76 16.19 46.62 14.92
No hospital stay last year 0.871 0.335 0.883 0.321
No doctor visits last year 0.316 0.465 0.374 0.484
No work disability longer than six weeks 0.973 0.159 0.960 0.195
No handicap/not physically challenged 0.850 0.356 0.894 0.307
(f) Social contact
Children below 16 years in household 0.255 0.436 0.417 0.493
Married 0.577 0.493 0.755 0.430
Attending cultural events 0.120 0.325 0.047 0.213
Attending cinema, dancing, sporting events 0.210 0.407 0.140 0.347
Attending church, religious events 0.188 0.390 0.295 0.456
Participating actively in sports 0.446 0.497 0.262 0.440
N 10,619 2,002
Note.{Weighted numbers based on weights provided by the SOEP.
20Table 2
Determinants of General Life Satisfaction { OLS with Fixed Effects
Natives Immigrants
Coe±cient S.E. Coe±cient S.E.
Model A: 1984{2005
Income equivalent larger than median 0.184*** 0.009 0.159*** 0.018
Currently NOT registered unemployed 0.791*** 0.018 0.789*** 0.028
Education·10 years 0.055*** 0.014 0.111*** 0.027
Subjective opinion as to domicile size 0.157*** 0.011 0.195*** 0.018
Age · 30 years 0.301*** 0.012 0.388*** 0.025
Children below 16 years in household 0.101*** 0.010 0.225*** 0.020
Married 0.196*** 0.012 0.123*** 0.029
Constant 5.979*** 0.026 5.746*** 0.044
N 187,936 49,397
Model B: 2000, 2002 and 2004
(a) Financial situation
Income equivalent larger than median 0.229*** 0.022 0.177*** 0.047
Currently NOT registered unemployed 0.803*** 0.043 0.861*** 0.069
Education·10 years 0.178*** 0.033 0.170*** 0.054
(b) Basic necessities
Car in household 0.140*** 0.037 0.424*** 0.065
Telephone 0.194*** 0.051 0.333*** 0.089
NO color TV in household 0.097 0.066 0.101 0.125
(c) Housing conditions
Subjective opinion as to domicile size 0.201*** 0.026 0.166*** 0.049
Balcony/terrace 0.096*** 0.030 0.113** 0.055
Garden/yard 0.097*** 0.026 0.158*** 0.052
(d) Consumer durables
NO PC (without modem/ISDN) 0.128*** 0.023 0.110** 0.046
Stereo in household 0.213*** 0.029 0.235*** 0.050
Dishwasher in household 0.028 0.026 0.018 0.048
(e) Health
Age · 30 years 0.263*** 0.032 0.348*** 0.066
No hospital stay last year 0.154*** 0.027 0.213*** 0.060
No doctor visits last year 0.143*** 0.019 0.165*** 0.042
No work disability longer than six weeks 0.409*** 0.050 0.105 0.092
No handicap/not physically challenged 0.644*** 0.034 0.613*** 0.080
(f) Social contact
Children below 16 years in household 0.002 0.025 0.082 0.052
Married 0.223*** 0.027 0.155** 0.067
Attending cultural events 0.259*** 0.026 0.220*** 0.081
Attending cinema, dancing, sporting events 0.046* 0.024 0.063 0.063
Attending church, religious events 0.210*** 0.026 0.120** 0.047
Participating actively in sports 0.120*** 0.020 0.093* 0.054
Constant 3.662*** 0.095 3.542*** 0.173
N 30,939 6,345
Note.{Some of the reported dummy variables had to be rede¯ned, because the calculation of
social exclusion indices is exclusively based on positive parameter estimates.
¤ p < :10:
¤¤ p < :05:
¤¤¤ p < :01:
21Table 3
Decomposition of Index Distributions (Median £ 0.5) { Index 1, 1984{2005
Groups
I E C A FGT(0) FGT(1) FGT(2) N
1. { { { { 26.374*** 31.665*** 38.806*** 3,838
(1.042) (1.370) (1.802) [1.6%]
2. { { { A 9.276*** 15.772*** 20.280*** 1,364
(0.508) (0.835) (1.032) [0.5%]
3. { { C { 8.695*** 11.747*** 11.138*** 2,778
(0.588) (0.998) (1.331) [1.1%]
4. { { C A 7.330*** 8.320*** 8.515*** 1,337
(0.607) (0.883) (1.106) [0.5%]
5. { E { { 12.473*** 10.296*** 8.963*** 41,144
(0.786) (0.881) (0.794) [17.2%]
6. { E { A 10.919*** 11.403*** 6.763*** 13,084
(0.328) (0.344) (0.243) [5.5%]
7. { E C { 3.791*** 2.835*** 1.242*** 34,783
(0.401) (0.327) (0.158) [14.6%]
8. { E C A 11.652*** 2.389*** 0.353*** 13,894
(0.290) (0.154) (0.030) [5.8%]
9. I { { { 2.098*** 2.146*** 1.731*** 1,771
(0.239) (0.262) (0.273) [0.7%]
10. I { { A 1.706*** 1.337*** 1.336*** 669
(0.203) (0.144) (0.159) [0.2%]
11. I { C { 0.215*** 0.176*** 0.152** 594
(0.063) (0.062) (0.065) [0.2%]
12. I { C A 0.392*** 0.403*** 0.313*** 230
(0.061) (0.101) (0.082) [0.1%]
13. I E { { 3.450*** 1.180*** 0.370*** 67,855
(0.328) (0.103) (0.036) [28.5%]
14. I E { A 1.630*** 0.331*** 0.038*** 20,507
(0.161) (0.035) (0.004) [8.6%]
15. I E C { 0.000*** 0.000*** 0.000*** 28,421
(0.000) (0.000) (0.000) [11.9%]
16. I E C A 0.000*** 0.000*** 0.000*** 5,764
(0.000) (0.000) (0.000) [2.4%]
Note.{Calculation of indices based on OLS ¯xed e®ects estimates. The following categories were
considered: income equivalent larger than median (I), Employment (E), children below 16 years
in household (C), age · 30 years (A). Standard errors in parentheses. Number of person-year
observations: 246,817. Share of subgroup in full sample given in brackets.
¤ p < :10:
¤¤ p < :05:
¤¤¤ p < :01:
22Table 4
Decomposition of Index Distribution (Median £ 0.5) { Index 2, 1984{2005
Groups
I E C A FGT(0) FGT(1) FGT(2) N
1. { { { { 37.244*** 55.725*** 67.641*** 3,838
(0.714) (0.867) (1.082) [1.6%]
2. { { { A 10.869*** 7.980*** 5.128*** 1,364
(0.392) (0.302) (0.224) [0.5%]
3. { { C { 23.950*** 22.197*** 18.839*** 2,778
(0.720) (0.695) (0.888) [1.1%]
4. { { C A 5.745*** 2.395*** 1.140*** 1,337
(0.713) (0.310) (0.160) [0.5%]
5. { E { { 0.000*** 0.000*** 0.000*** 41,144
(0.000) (0.000) (0.000) [17.2%]
6. { E { A 0.000*** 0.000*** 0.000*** 13,084
(0.000) (0.000) (0.000) [5.5%]
7. { E C { 0.000*** 0.000*** 0.000*** 34,783
(0.000) (0.000) (0.000) [14.6%]
8. { E C A 0.000*** 0.000*** 0.000*** 13,894
(0.000) (0.000) (0.000) [5.8%]
9. I { { { 17.186*** 10.069*** 6.539*** 1,771
(0.413) (0.244) (0.194) [0.7%]
10. I { { A 2.416*** 0.529*** 0.183*** 669
(0.278) (0.053) (0.019) [0.2%]
11. I { C { 2.213*** 1.050*** 0.521*** 594
(0.207) (0.096) (0.061) [0.2%]
12. I { C A 0.378*** 0.055*** 0.009*** 230
(0.092) (0.017) (0.003) [0.1%]
13. I E { { 0.000*** 0.000*** 0.000*** 67,855
(0.000) (0.000) (0.000) [28.5%]
14. I E { A 0.000*** 0.000*** 0.000*** 20,507
(0.000) (0.000) (0.000) [8.6%]
15. I E C { 0.000*** 0.000*** 0.000*** 28,421
(0.000) (0.000) (0.000) [11.9%]
16. I E C A 0.000*** 0.000*** 0.000*** 5,764
(0.000) (0.000) (0.000) [2.4%]
Note.{See Note to Table 3.
23Table 5
Dynamics/Persistence of Deprivation: Exclusion (Median £ 0.75), 2001{2005
Index 1 Index 2
0 1 0 1
Survival Probabilities
2001: 83.96 16.04 91.63 8.37
2001 + 02: 88.18 11.72 94.27 5.73
2001 + 02 + 03: 90.43 9.57 95.65 4.35
2001 + 02 + 03 + 04: 92.24 7.76 96.67 3.33
2001 + 02 + 03 + 04 + 05: 93.49 6.51 97.37 2.63
Transition Probabilities
2001: 83.96 16.04 91.63 8.37
2001 + 02: 0 94.96 5.04 96.25 3.75
1 26.90 73.10 31.58 68.42
2002 + 03: 0 94.10 5.90 95.82 4.18
1 26.34 73.66 33.46 66.54
2003 + 04: 0 95.34 4.66 96.23 3.77
1 32.02 67.98 37.65 62.35
2004 + 05: 0 95.45 4.55 96.44 3.56
1 31.20 68.80 37.03 62.97
Note.{Weighted numbers based on weights provided by the SOEP.
24Table 6
Persistence of Deprivation (Median £ 0.75) { Binary Probit Estimates, 2001
Marginal E®ects
2001{2002 2001{2003 2001{2004 2001{2005
Index 1
Immigrant 0.005** 0.003** 0.002* 0.002*
(0.002) (0.001) (0.001) (0.001)
Income equivalent larger than median -0.014*** -0.008*** -0.005*** -0.003***
(0.003) (0.002) (0.001) (0.001)
Currently NOT registered unemployed -0.258*** -0.121*** -0.045*** -0.020***
(0.042) (0.028) (0.013) (0.007)
Education·10 years -0.207*** -0.159*** -0.141*** -0.110***
(0.015) (0.013) (0.012) (0.011)
Subjective opinion as to domicile size -0.177*** -0.082*** -0.047*** -0.025***
(0.016) (0.011) (0.008) (0.006)
Age · 30 years -0.005*** -0.003*** -0.003*** -0.003***
(0.001) (0.001) (0.001) (0.001)
Children below 16 years in household -0.005*** -0.003*** -0.002*** -0.001***
(0.001) (0.001) (0.001) (0.000)
Married -0.099*** -0.076*** -0.062*** -0.051***
(0.008) (0.007) (0.006) (0.005)
N 12,660 12,660 12,660 12,660
Index 2
Immigrant -0.002*** -0.002*** -0.001*** -0.000*
(0.001) (0.001) (0.000) (0.000)
Income equivalent larger than median -0.012*** -0.010*** -0.006*** -0.003***
(0.002) (0.002) (0.002) (0.001)
Currently NOT registered unemployed -0.425*** -0.174*** -0.059*** -0.014**
(0.044) (0.032) (0.017) (0.007)
Education·10 years -0.026*** -0.020*** -0.014*** -0.007***
(0.005) (0.004) (0.003) (0.002)
Subjective opinion as to domicile size -0.012*** -0.008*** -0.003** -0.001*
(0.003) (0.002) (0.001) (0.001)
Age · 30 years -0.004*** -0.003*** -0.002*** -0.001**
(0.001) (0.001) (0.001) (0.000)
Children below 16 years in household -0.003*** -0.002*** -0.001*** -0.000*
(0.001) (0.001) (0.000) (0.000)
Married -0.016*** -0.013*** -0.009*** -0.005***
(0.003) (0.002) (0.002) (0.002)
N 12,660 12,660 12,660 12,660
Note.{Weighted Probit estimates based on weights provided by the SOEP. Standard errors in
parentheses.
¤ p < :10:
¤¤ p < :05:
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Figure 3: Index 2 { Model A: 1984{2005, Model B: 2000, 2002, 2004
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Figure 5: Distribution of Index 2 { Model A: 1984{2005
30References
Antecol, H., D. B. Cobb-Clark, and S. J. Trejo (2003). Immigration Policy and
the Skills of Immigrants to Australia, Canada, and the United States. Journal of
Human Resources 38(1), 192{218.
Atkinson, A. B. and J. Hills (1998). Exclusion, Employment and Opportunity. CASE
Paper 4, Centre for Analysis of Social Exclusion, London School of Economics.
Bertrand, M. and S. Mullainthan (2001). Do People Mean What They Say? Impli-
cations for Subjective Survey Data. American Economic Review 91(2), 67{72.
Borjas, G. (1985). Assimilation, Changes in Cohort Quality, and the Earnings of
Immigrants. Journal of Labor Economics 3(4), 463{489.
Chiswick, B. (1978). The E®ect of Americanization on the Earnings of Foreign-Born
Men. Journal of Political Economy 85(5), 879{921.
Clark, A. E. (2003). Unemployment as a Social Norm: Psychological Evidence from
Panel Data. Journal of Labor Economics 21(2), 323{51.
Clark, A. E., Y. Georgellis, and P. Sanfrey (2001). Scarring: The Psychological
Impact of Past Unemployment. Economica 68(270), 221{41.
D'Ambrosio, C., F. Papadopoulos, and P. Tsakloglou (2002). Exclusion in EU
Member-States: A Comparison of Two Alternative Approaches. Working paper,
Bocconi University.
Dekkers, G. (2002). Poverty, Dualisation and the Digital Divide. In E. Diener and
E. M. Suh (Eds.), Beyond the Digital Divide. Brussels: VUB-Press.
DeNew, J. P. and K. F. Zimmermann (1994). Native Wage Impacts of Foreign Labor:
A Random E®ects Panel Analysis. Journal of Population Economics 7(2), 177{
192.
Di Tella, R., R. J. MacCulloch, and A. J. Oswald (2001). Preferences over In°ation
and Unemployment: Evidence from Surveys of Happiness. American Economic
Review 91(1), 335{341.
31Diener, E. and S. Oishi (2000). Money and Happiness: Income and Subjective Well-
Being across Nations. In E. Diener and E. M. Suh (Eds.), Culture and subjective
well-being, pp. 185{218. Cambridge, MA: MIT Press.
Easterlin, R. A. (1995). Will Raising the Income of All Increase the Happiness of
All? Journal of Economic Behaviour and Organization 27(1), 35{47.
Easterlin, R. A. (2001). Income and Happiness: Towards a Uni¯ed Theory. Eco-
nomic Journal 111(473), 465{484.
Eurostat (1998). Recommendations on social exclusion and
poverty statistics. Document CPS 98/31/2, Luxembourg.
http://www1.ibge.gov.br/poverty/pdf/eurostat1.pdf.
Eurostat (2000). European Social Statistics: Income, Poverty and Social Exclusion.
Technical report, Eurostat, Luxembourg.
Foster, J. E., J. Greer, and E. Thorbecke (1984). A Class of Decomposable Poverty
Measures. Econometrica 52(3), 761{766.
Frey, B. S. and A. Stutzer (2000). Happiness, Economy and Institutions. Economic
Journal 110(466), 918{38.
Frey, B. S. and A. Stutzer (2002). What Can Economists Learn from Happiness
Research? Journal of Economic Literature 40(2), 402{35.
Frijters, P. and A. Ferrer-i-Carbonell (2004). How Important is Methodology for
the Estimates of the Determinants of Happiness? Economic Journal 114(497),
641{659.
Frijters, P., H. Greenwell, J. P. Haisken-DeNew, and M. A. Shields (2006). How well
do Individuals predict their Future Life Satisfaction? Evidence from Panel Data
Following a Nationwide National Shock? mimeo.
Frijters, P., J. P. Haisken-DeNew, and M. A. Shields (2004a). Investigating the Pat-
terns and Determinants of Life Satisfaction in Germany Following Reuni¯cation.
Journal of Human Resources 39(3), 649{674.
32Frijters, P., J. P. Haisken-DeNew, and M. A. Shields (2004b). Money Does Matter!
Evidence from Increasing Real Incomes and Life Satisfaction in East Germany
Following Reuni¯cation. American Economic Review 94(3), 730{740.
Haisken-DeNew, J. P. and M. Hahn (2006). PanelWhiz: A Menu-Driven Stata/SE
Interface for Accessing Panel Data. mimeo, www.panelwhiz.eu.
Joppke, C. (1999). The Domestic Legal Sources of Immigrant Rights: The United
States, Germany, and the European Union. Working Paper SPS No. 99/3, Euro-
pean University Institute.
Mickelwright, J. (2002). Social Exclusion and Children: A European View for a US
Debate. CASE Working Paper 51, London School of Economics.
Papadopoulos, F. and P. Tsakloglu (2002). Social Exclusion in the EU: Quantitative
Estimates and Determining Factors. mimeo.
Percy-Smith, J. (2000). Introduction: The Contours of Social Exclusion. In J. Percy-
Smith (Ed.), Policy Responses to Social Exclusion: Towards Inclusion. Bucking-
ham: Open University Press.
Schmidt, C. M. and K. F. Zimmermann (1992). Migration Pressure in Germany:
Past and Future. In K. F. Zimmermann (Ed.), Migration and Economic Devel-
opment, pp. 207{236. Berlin: Springer.
Sen, A. (2000). Social Exclusion: Concept, Application and Scrutiny. Social de-
velopment papers, Asian Development Bank, O±ce of Environment and Social
Development.
SÄ ussmuth, R. (2001). Zuwanderung gestalten - Interation fÄ ordern. Bericht der
UnabhÄ angigen Kommission Zuwanderung unter Leitung von Rita SÄ ussmuth.
Townsend, P. (1979). Poverty in the United Kingdom. Hammondsworth: Penguin.
Townsend, P. (1993). The International Analysis of Poverty. London: Havester
Wheatsheaf.
33Tsakloglu, P. and F. Papadopoulos (2001). Identifying Population Groups at High
Risk of Social Exclusion. In R. Mu®els, P. Tsakloglou, and D. Mayes (Eds.),
Social Exclusion in European Welfare States. Cheltenham: Edward Elgar.
Whelan, B. and C. Whelan (1995). In What Sense is Poverty Multidimensional? In
G. Room (Ed.), Beyond the Threshold. Bristol: The Policy Press.
Winkelmann, L. and R. Winkelmann (1998). Why Are the Unemployed So Un-
happy? Evidence from Panel Data. Economica 65(257), 1{15.
Zajczyk, F. (1995). Between Survey and Social Services Analysis: an Inquiry on







General satisfaction with life Satisfaction with life in general (scale 0
to 10); 0: \completely dissatis¯ed",
10: \completely satis¯ed".
Income equivalent larger than median 0/1-variable; 1 if income equivalent of
current monthly household net income
(in real 2000 Euro) is larger than the
median; 0 otherwise.
Currently registered unemployed 0/1-variable; 1 if respondent is currently
registered unemployed; 0 otherwise.
Years of education >10 0/1-variable; 1 if respondents' education
is above 10 years; 0 otherwise.
Age · 30 years 0/1-variable; 1 if age of respondent less
or equal to 30 years; 0 otherwise.
Subjective opinion as to domicile size 0/1-variable; 1 if living space is just
right or too large; 0 otherwise.
Married 0/1-variable; 1 if respondent is married
(not single, widowed or divorced);
0 otherwise.
Children below 16 years in household 0/1-variable; 1 if children below 16 years




2000, 2002 and 2004
Car in household 0/1-variable; 1 if car in household;
0 otherwise.
Telephone 0/1-variable; 1 if telephone in household;
0 otherwise.
Color TV in household 0/1-variable; 1 if color TV in household;
0 otherwise.
Balcony/terrace 0/1-variable; 1 if balcony and/or terrace
in household; 0 otherwise.
Garden/yard 0/1-variable; 1 if garden and/or yard in
household; 0 otherwise.
PC without modem/ISDN 0/1-variable; 1 if PC (without
modem/ISDN) in household; 0 otherwise.
Stereo in household 0/1-variable; 1 if stereo in household;
0 otherwise.
Dishwasher in household 0/1-variable; 1 if dishwasher in household;
0 otherwise.
No hospital stay last year 0/1-variable; 1 if no hospital stay last year;
0 otherwise.
No doctor visits last year 0/1-variable; 1 if no doctor visits last year;
0 otherwise.
No work disability longer than six weeks 0/1-variable; 1 if no work disability longer
than six weeks last year; 0 otherwise.
No handicap/not physically challenged 0/1-variable; 1 if not handicapped/not
physically challenged; 0 otherwise.
Attending cultural events 0/1-variable; 1 if respondent attends
cultural events at least once a month;
0 otherwise.
Attending cinema, dancing, sporting events 0/1-variable; 1 if respondent attends
cinema, dancing, sporting events at
least once a month; 0 otherwise.
Attending church, religious events 0/1-variable; 1 if respondent attends
church, religious events at least once
a month; 0 otherwise.
Participating actively in sports 0/1-variable; 1 if respondent participates
actively in sports; 0 otherwise.
36